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Title:  Chinese Business Context – Wasted Intellectual Capital? 
Seminar date: January 16, 2009 
Course:  Master thesis in business administration, 15 University Credit 
Points (15 ECTS). Strategic management  
Authors:  Eleonora Alvarez Nordström, Per Karlberg, Viktoria Lundström 
Advisor:  Adjunct Professor Leif Edvinsson 
Keywords: Intellectual Capital, Relational Capital, Flow of Knowledge, 
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Purpose:  Develop insights in how companies can optimize the Intellectual 
Capital in the Chinese context 
Methodology: With an abductive scientific approach and an iterative process, 
the study has been conducted with a qualitative method. Analysis 
and synthesis has taken the study from theory and empirical data 
towards the conclusions. 
Theoretical perspectives: Theories from the fields of IC, knowledge based 
view of the firm and models for understanding culture and values 
have constituted the foundation. A framework for Intellectual 
Capital incorporating resources, three dimensions of flow of 
knowledge and the context has been developed (structural, 
cognitive, emotional). 
Empirical foundation: Interviews with respondents with practical experiences 
and understandings for the national culture has given a general 
description and five longer narratives to be analysed. 
Conclusions: Through the use of the developed framework, it is identified 
how the three dimensions of flow of knowledge are related to 
each other. Issues associated to the emotional dimension seem 
the most tenacious, and the hardest to resolve. Solving these 
issues would bring emotional congruence, and it is argued that 
the value of the missing emotional congruence may constitute the 
lions share of the wasted Intellectual Capital. 
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Titel:  Kinesisk Affärsmiljö – Förlorat Intellektuellt Kapital? 
Seminariedatum: 16 januari 2009 
Kurs:  Strategi, 15 poäng, Magisteruppsats  
Författare:  Eleonora Nordström Alvarez, Per Karlberg, Viktoria Lundström 
Handledare: Adjunct Professor Leif Edvinsson 
Nyckelord: Intellektuellt Kapital, Relationskapital, Kunskapsflödet, Kulturell 
Kontext, Emotionell diskrepans. 
Syfte:  Få insikt i hur företag kan optimera Intellektuellt Kapital i Kinesisk 
kontext. 
Metod:  Med en abduktiv ansats och en iterativ process, har studien 
genomförts med en kvalitativ metod. Analys och syntes har 
använts för att gå från teori och data mot slutsatserna. 
Teoretiska perspektiv: Teorier inom IC, kunskapsbaserat perspektiv på 
företag och modeller för att förstå kultur och värderingar, har 
utgjort fundamentet för studien. Ett ramverk för IC innefattande tre 
typer av resurser, kunskapsflöde och kontexten har utvecklats. 
Empiri:  Intervjuer med respondenter med praktisk erfarenhet och kunskap 
om den nationella kulturen har givit en generell beskrivning och 
slutligen fem fallbeskrivningar av olika problem att analysera. 
Slutsatser: Med hjälp av det framtagna teoretiska ramverket beskrivs hur de 
tre dimensionerna av kunskapsflöde relaterar till varandra. 
Problem i den emotionella dimensionen är, av det empiriska 
materialet att döma, vanligast förekommande och svåra att lösa. 
Genom att klara upp dessa problem nås emotionell kongruens, 
och värdet av denna saknade emotionella kongruens kan utgöra 
lejonparten av det förlorade Intellektuella Kapitalet 
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Subject: Meeting in China 
From:  'Erik (erik@corporation-ab.se) 
Sent:  den 9 november 02:15 
To:  CEO (ceo@corporation-ab.se) 
 
My first flight to China went well, not as cold as back home in Scandinavia. I am very 
confident in our offer for Fujian Tools Ltd. So hopefully the conditions for the 
partnership will be agreed on quickly.   
 
Get back to you as soon as we schedule the time of the meeting!  
/Erik 
 
------------------------------------------------------------------------------------- 
 
Subject: Meeting in China 
From:  'Erik (erik@corporation-ab.se) 
Sent:  den 10 november 08:05 
To:  CEO (ceo@corporation-ab.se) 
 
Good morning boss!  
The negotiations will take place today at 10 am at their office. I believe the deal 
will be finished this afternoon, since they didn’t express any objections yesterday at 
the welcoming dinner.  
 
I will let you know as soon as the contract is signed,  
/Erik 
 
------------------------------------------------------------------------------------- 
 
Subject: Meeting in China 
From:  'Erik (erik@corporation-ab.se) 
Sent:  den 10 november 19:05 
To:  CEO (ceo@corporation-ab.se) 
 
It’s been a long day, with no progress at all. Can’t believe they didn’t settle with 
our offer but are hoping on better news after the dinner tonight with CEO Mr. Zhang 
and his team. 
 
I am beginning to wonder if we will ever come to an agreement, only anticipate their 
participation.  
/Erik 
 
------------------------------------------------------------------------------------- 
 
Subject: Meeting in China 
From:  'Erik (erik@corporation-ab.se) 
Sent:  den 11 november 03:33 
To:  CEO (ceo@corporation-ab.se) 
 
I have bad news. 
 
Due to long discussion yesterday, and a frustrating negotiation during last night’s 
dinner, I made a fool of myself. I became a bit too intoxicated which made me vomit in 
Mr. Zhang’s car. I understand a formal report is necessary and I immediately resign 
from this mission. Only wish the Chinese will forgive me and that the relationship is 
not totally ruined.  
 
Please call me the minute you read this to discuss how to begin to sort out this mess. 
I will be on the next flight home.  
/Erik 
 
------------------------------------------------------------------------------------- 
 
Subject: Meeting in China 
From:  'Erik' (erik@corporation-ab.se) 
Sent:  den 11 november 05:22 
To:  CEO (ceo@corporation-ab.se) 
 
Very unexpected but positive news, the arrangement were accepted after all! Mr Zhang 
and his staff came by my hotel just after I hung up the phone with you.  
 
He said he didn’t want or need to talk anymore and instead signed the contract. Guess 
it all worked out for the best, somehow.  
/Erik  
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Stories will be formatted in this manner. 
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2.4 Theoretical starting point 
"

 
 
 
# 



 $     
 
   

"    





"#
 

  
  
   

 $

"#  
 
 
  
 
  "  
   
 $  
   


   
  !
$ 	
 
 
 
 


 
 

 '

(

$

#


"






"$

"
 "

# 
 
   
 
 
  "  
 
 
 $# 




%&
 
$


 

!!

"$


2.5 Concluding Quizzics 
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“Ideas are capital, 
the rest is just money” 
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Relationships, 
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Individual 
resources 
 
Knowledge of 
individuals inside  
the firm; “capacity to 
act” 
Internal 
resources 
• Information 
• Databases 
• Software 
• IP-rights 
• Intranet 
External 
resources 
 
Knowledge of  
people outside  
the firm 
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3.1.2 Relational capital  
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Individual 
resources 
Internal 
resources External 
resources 
FLOW 
Context (or Ba) 
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Dimension  Example  
Structural  EDI, telephone conference, e-mail correspondence  
Cognitive 
Mutual understanding, system of meaning, 
interpretation, language 
Emotional (Relational) Commitment, trust, reciprocity, transactional type  
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3.1.3 Relationships and flow of knowledge 
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Individual 
resources 
Internal 
resources 
External 
resources 
FLOW 
Context (or Ba) 
Dimensions of Flow 
• Structural 
• Cognitive 
• Emotional 
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
3.2 Understanding Values and Culture 

11th Juror  (rising):   “I beg pardon, in discussing…” 
11th Juror (interrupting and mimicking):“I beg pardon. What are you so 
goddam polite about?” 
11th Juror: (looking straight at the 10th juror):“For the same reason youre 
not. It is the way I was brought up.”3 
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3.2.1 Hofstedes perspective 
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 Rituals 
 Values 
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/2
Low power distance vs. High Power distance 
Individualism vs. Collectivism 
Masculinity vs. Femininity 
High uncertainty avoidance vs. Low uncertainty avoidance 
Long term orientation vs. Short term orientation 
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4 Chinese contextual perspective 
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A company was about to build a factory in Asia. Everything was set 
and the construction was about to begin. In the middle of the grounds 
there was a hill with a tree on it. When the construction workers 
arrived to the hill they refused to continue with their work. The 
European manager arrived to the site and asked one of the local 
workers why they wouldnt continue with the levelling of the land.  The 
worker answered that a spirit lived in the tree and that it could thus not 
be removed. The manager was then left with two alternatives; either to 
fire the local workers and hire western ones who wouldnt bother 
removing the tree, or to proceed, like this manager did, by asking; “Is 
there someone who can take the tree-spirit away?” whereby the local 
worker then answered; “Well yes. The priest can”.  
 
The priest arrived and the company began to build a small brick 
temple for the spirit to move into. When the temple was finished, the 
priest and his escort climbed the hill and led the spirit from the tree into 
its new temple. Everything was well and the tree and the hill were 
removed without further delay and without fear of the wrath of the spirit 
world. Through this simple deed, the company achieved a better and 
stronger relationship with the local community and business partners.  
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4.2 Confucianism 
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4.3 Guanxi 
A Swedish businessman was eager to establish business relationships 
in China. Well at home, he was pleased about the stack of business 
cards he had gathered during his travels in China, mistakenly believing 
that many connections were created and that he was well equipped to 
start his venture. After calling them all, he realized that none of his 
new Chinese acquaintances seemed impressed with his intentions 
and they did not share his understanding concerning the level of their 
relationship. Since he couldnt mention someone else in their common 
network or could refer to a third familiar party, all the relationships 
went cold. 
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Low trust 
For a particular Chinese company; trust, the lack thereof and general 
secrecy were main issues. For instance, it disapproved of showing 
drawings or other important papers or files between colleagues. A 
normal R&D-workstation at this company had only a computer screen; 
no disc drive, no USB port and the office did not have a printer. It 
shouldnt be possible to steal ideas, something the Chinese were 
terrified of. The few Swedes at the company were not used to this 
attitude. They were used to free flow of information within the company 
being dearly promoted. The suspicions of the company were even 
graver towards external parties. The Swedes were used to welcoming 
advice from external parties when creating something beyond their 
own expertise. If they needed die-casting expertise for a new design, 
they normally brought in external competence during the discussion. 
Such a thing was out of the question at this firm. As a result, the 
company didnt get the best recommendations. This was one thing a 
Swedish local executive immediately reacted to - the “security- and 
secrecy paranoia” which was much more present here than in western 
companies. On top of all, it became very hindering.  
 
However, there had been occasions at the Chinese branches where 
employees had quit their job, taken drawings in the back pocket and 

started working at a competing company or opened an own firm the 
very next day. 
 
Price specifications were something the Chinese construction staff 
knew nothing about, not even what the chips they used costs. It was 
highly inefficient, from the Swedish executives point of view. 
Considering the companys strict cost-focus, this wasteful way of 
working was something they strived to change. 
 
The absent flow of ideas and information was not only caused by 
restrictive policies on the account of the management. One Swedish 
manager noted that: “During practical work-tasks there is basically no 
need for control of back-feed, according to the Chinese worker. They 
neither know nor seem to be interested in understanding what is 
happening longer down the product-line. This is nothing you discuss 
with another department; instead they keep focus entirely on their own 
task and the current process. Unfortunately, the different components 
of the product, dont match when its later put together due to this. It is 
extremely obvious to Europeans that something is missing and 
perceived as a very inefficient process due to the redundant work and 
lack of knowledge it creates.” 
5.2 External relationships 
Upon arrival 
The discussion was finished and all the agreements had been settled, 
everything was decided and done. My college and I were just 
supposed to fly over to China to represent the company and to sign 
the papers. The signing was only supposed to be symbolic and was 
going to be celebrated with a big reception and dinner. We arrived a 
Sunday and were picked up at the airport. We were looking forward to 
rest and freshen up after the long flight and thanked for the ride. We 
informed them the whereabouts of our hotel but they answered, to our 
''
big surprise, that we were first going to the office to revise the 
agreement one more time. 
 
When arriving at the office we were shown to a room with a long table 
where 10 Chinese representatives sat and waited for us with the 
papers. They informed us that they had some amendments for the 
agreement. We answered that it was just the two of us representing 
the company and that as far as we understood; the agreement had 
been settled and cleared by our lawyers, as well as already signed. 
They just wanted to adjust a percentage here and there, all to their 
favour of course. We asked for the phone in order to call our company 
lawyers to see whether the deal still was under discussion or not – the 
answer was a clear NO. The Chinese continued negotiating, 
insinuating that the adjustment hade to be done instantly and quickly, 
blaming on the big fancy arranged press conference, with many 
important guests, that could not be postponed, “No, in that case we 
are returning back to Sweden” was our answer “No, that is not 
possible, the conference…” “Either we sign what was agreed or the 
deal is off”. The Chinese took their loss, no change was done and the 
evening continued as planned. 
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The Consultant that came in from the cold 
After working with a Swedish external consultant for some time with a 
track record of nothing but satisfactory performances, discussions of 
hiring the consultant to the company went effortless. Both parties 
agreed on terms and an approximate compensation level without 
much problem. When it was time to finalise the employment, the 
consultant met with a Chinese supervisor and asked for a slight raise 
in pay. The supervisor reluctantly agreed and the negotiations were 
done. After some time, no further action had been taken to commence 
the employment. Weeks became months without any word from the 
Chinese supervisor. When a Swedish peer to the supervisor asked 
about the issue, the response was that the matter would be looked 
into. After another month, the Swedish supervisor brought the matter 
to the attention of his Chinese equal yet again and added that it might 

be time to let the consultant know the final decision. Later still, the 
Chinese supervisor had to leave for an assignment and his Swedish 
peer pressured him once again. “Maybe you could take care of the 
issue instead?” the Chinese supervisor asked in response. “But why, 
what is the problem?” asked the Swede. Finally he understood that the 
small pay raise would make it hard to present the employment to their 
superiors and that was why the issue had been stalled. Upon hearing 
this, the Swedish supervisor explained the situation to the consultant 
and the employment was settled in five minutes.  
 

 
Lost in translation 
The Chinese executive tried to explain to the burned-out Swedish site-
manager; “Normally for Chinese people, we are less outgoing and less 
social when it comes to mingling with new colleagues. […] Socially we 
are less active, than the European colleagues. But it doesnt mean that 
we are less active within the Chinese community. Due to this, the 
Europeans perceive the Chinese way of communicating in another 
way; believing the Chinese have problems approaching the rest and 
therefore dont get the opportunity to share what they feel or know.   
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The stressed out manager burst out; “Too often you sense that the 
Chinese dont tell you everything connected to the decision. It is the 
same thing as with their problem of saying “No”; which is not normally 
directly outspoken by a Chinese. Only if you put them in a corner you 
realise they act this way due to the negative or uncomfortable issues 
related to the information. They dont want to become associated with 
it. If they start wandering away, you know they are actually saying it 
wasnt my call or the decision wasnt mine.” 

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5.5 Leadership  
Captain on Board 
In the middle of the 80s an executive, from a large Swedish high-tech 
company, got assigned a position in China. He was not a pioneer but 
was placed there in an early development phase.  
 
He soon realised that the Chinese had a completely different way of 
building teams and project groups than back in Sweden. He was used 
to forming groups that would then self govern and choose the way 
forward. Instead, in China there were hierarchical organisations where 
the boss controlled everything, with daily reports and follow up. A clear 
difference – more hands on. […] There was a dependence on 
authority, rather than running the risk of taking an incorrect decision, 
the Chinese preferred to not take a decision at all. […] He noticed that 
many of the western firms that tried to force the western management 
style upon the Chinese organisation too abruptly failed.” 
 
His last assignment was in Hong Kong during four years, with a 
responsibility over Asia and Oceania. But when he arrived he had the 
! 
post of being the chairman of the board in China. The out-dated 
leadership view which existed in China during this time eventually 
forced him to resign from the post as chairman. He couldnt still be 
involved in the territory with that kind of position, because in China a 
chairman role meant an operative responsibility. This made the 
Chinese workers turn to him with issues, instead of the appointed local 
operative supervisor. Even more troublesome, external actors such as 
government or customers perceived him as operationally responsible. 
He therefore resigned from the role but stayed on as a board member 
until 2000.  


			
	
	

		 
 			 
	  

		 	 

				
					
    		 		   	    	  		 
			

					
	

									
	
				
			
 		 
		
			

'&
$	!

$%
	!&"'


 
	
!$


	



     

#	     

  

	#$ "%

	

   
  
      	  
 	  	  
   # $
 %

%		

	
   
!      
  
  !     

     	 #
     


!	
!%


Not without my earplugs 
A group of Swedish executives, including the corporate CEO, were 
visiting a plant. A tour of the facilities was arranged for the visitors. At 
one point there was a red sign stating the requirement of wearing 
earplugs and safety shoes in order to enter the factory. The visiting 
executives received a pair of shoes but no earplugs and were then 
encouraged to continue into the factory, even though they hadnt 
received the complete security outfit. The CEO answered instead; “But 
we have no earplugs. We cant continue”. 

*)
The responsible manager of the factory received a reprimand and was 
told to get someone who could arrange some earplugs to everybody. 
That symbolic signal was clear as water. The executives had “walked 
the talk” and reinforced the companys safety policy beyond doubt. 
Everybody could here forth see that working without earplugs were not 
acceptable as part of the corporate principle or culture.  
5.6 Values 
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Story title Section 
Low trust 5.1 Trust 
Upon arrival 5.2 External relationships 
The consultant that came in from the cold  5.3 Internal relationships 
Lost in translation  
Captain on board 5.5 Leadership 
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6.1 Using the theoretical framework and the empirics 
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6.3.1 The other side of the story… 
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“The consultant that came in from the cold” and “Lost in translation” 
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7.1 How the 3 dimension of flow relate to each other  
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Dimension  
Structural Doing something different 
Cognitive Understanding more 
Emotional Changing yourself 

		

7.1.1 3-stage rocket?  


  
   	  
    

			 
					
 		

			



 
/0


 $  % 
"$ $   "  &  "   "%  
& 
  $      %  "  
$%
7.2 Relation to models for culture and value 
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Dimension  
Structural Doing something mutual 
Cognitive Deeper understanding 
Emotional Sharing values 
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7.6 Lessons learned 
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9 Exhibits 
9.1 List of respondents 

Name Company and Position 
Fredrik Hähnel 
SEB 
Client Relationship Management – China 
Lars G Malmer 
SKF 
Former Director of Communication, Retired 
Henrik Sunnefeldt 
SKF 
Marketing & Business Development 
Connie Cheng 
SKF 
Director, Sustainability & HR Development Programs 
Mattias Bergman 
Swedish Trade Council 
Vice President Asia 
Bo Landin 
Sweden China Trade Council 
Chairman 
Urban Fagerstedt 
Huawei 
R&D Manager 
Birgitta Ed 
Springtime 
PR consultant, China 
Kjell Anneling 
Swedish Foreign Department 
Consul-general 
Tony Fang 
SU/SSE 
Author, Professor - Cross-cultural management 
Jon Sigurdsson 
SSE 
Professor - Asia pacific studies 
Daniel Bell 
Tsinghua University of Beijing 
Professor - Philosophy and Political theory 
Gordon Grant 
Svenska filmbolaget 
Producer, Mandarin Portal 


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9.2 China Fact Sheet 
 
Population 1,3 billion 
GDP 3.3 trillion USD 
GDP growth 
(Average 1978-2007) 
10 % per year 
Religion No official religion 
Privately owned firms 5.45 million 
FDI inflow 75 billion USD 2007 
University graduates 4.95 million per year 
Engineering graduates 600 000 per year 
Chinese students abroad 1 million during 1977-2006 
Internet users 253 million 
(Largest netizen population in the world) 
Mobile phones users 616 million 
(57 billion SMS/month) 
Landline phone users 354 million 
CO2 emissions 6 billion metric tonnes 
(largest emitter in the world) 
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